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Sekisui Hduse, Ltd.

SUMMARY OF FINANCIAL STATEMENTS
the First Half of FY2004 |

February 1, 2004 — July 31, 2004

Note : This document contains forward-looking statements based on a number of assumptions and beliefs
in light of the information currently available to management, and is subject to significant risks and
uncertainties. Actual financial results may differ materially depending on a number of factors, including
adverse economic conditions, adverse legislative and regulatory developments, delay in new product
launches, and pricing and product initiatives of competitors ' '




SUMMARY OF FINANCIAL STATEMENTS for the first half of FY2004 (Consolldated)
February 1, 2004 - July 31, 2004

Sekisui House, Ltd.

September 2, 2004,

Stock Code: 1928 Listed exchanges: Tokyo, Osaka, Nagoya
http://www.sekisuihouse.co.ip Telephone: +816 6440 3111
‘President & Representative Director: Isami Wada Inquiries: PR Department
Date of the meeting of the board of directors: ~ September 2, 2004 Associate Officer  Hidehiro Yamaguchi
U.S. GAAP Accounting Pnnmples Not adopted .
1. Business Results *Please note that numbers less than one million yen are rounded down
1) Consolidated Business Resuilts Mitions of yen
Feb. 1, 2004 —July 31, 2004 | Feb. 1, 2003 —July 31, 2003 | Feb. 1, 2003 - Jan, 31, 2004
Change (%) | Change %)
Net sales 657,921 13| 1,326,039
Operating income 39,950 196 80,333
Recurring income 38,890 217 79,062
Netincome 17,444 9.3 37,761
Net income per share (¥) ¥24.72 ¥53.30
Fully diluted net income per share (¥) ¥23.05 ¥51.39

(1) Gain (loss) from investments in subsidiaries and afﬁhates accounted for by the equity method:

As of July 31, 2004 (¥48) million yen As of July 31, 2003
(2) Average number of outstanding shares (consolidated) during the period:
As of July 31, 2004 689,715,782 shares  As of July 31, 2003
(3) Changes to accounting principles:  Yes

(¥16) milion

705,593,929 shares

As of Jan. 31, 2004

As of Jan. 31, 2004

million

(¥53)

700,908,935 shares

(4) Percentages for net sales, operating income, recurring income, and net income represent year-on-year changes.
(5) As no share options exist in the interim, no figure is recorded for fully diluted net income per share..

2) Consolidated Financial Position Millions of yen
: Feb 1 2004 July 31,2004 | Feb. 1, 2003 - July 31,2003 | Feb. 1, 2003 - Jan. 31, 2004
Total assets 1,167,711 1,181,012
Shareholders' equity 647,475 667,964
Equity ratio (%) 55.4% 56.6%
Shareholders’ equity per share (¥) ¥930.96 ¥959.96
Outstanding shares (consolidated) at the end of July 31, 2004 685,434,098 shares
Outstanding shares (consolidated) at the end of July 31, 2003 695,493,117 shares
Outstanding shares (consolidated) at the end of January 31, 2004 695,408,643 shares
3) Consolidated Cash Flows . Miions of yen _
Feb. 1, 2004 —July 31, 2004 | Feb. 1, 2003 — July 31, 2008 | Feb. 1, 2003 - Jan. 31, 2004
Net cash provided by operating activities 39,196 98,460
Net cash used in investing activities 56,100 51,721
Net cash used in financing activities (108,724) (115,395)
Cash and cash equivalents at end of period 174,089 222,275
4) Consolidated subsidiaries and affiliates accounted for by the equity method
Number of consolidated subsidiaries 96
Number of non-consolidated subsidiaries accounted for by the equity method -
Number of affiliates accounted for by the equity method . 3

5) Changes in the scope of consolidation and companies accounted for by the equity method

Consolidated subsidiaries
Companies accounted for by the equity method

(Newly included)
(Newly included)

2. Consolidated Results Forecast for the Year Endmg January 31, 2005

(Excluded)

(Excluded)

Millions of yen

Net Sales Recurring income

Netincome

Net income per share (¥)

Full year 1,370,000 78,000

26,000

¥37.93
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Appendix 1: Results Summary
First half results summary for the year ending January 31, 2005

:Consolide Feb.1, 2003 - July 31,2003
Net sales 657,921

la]

1,370;000 - 1033

Gross profit 135,724 274,000 1015
SG&A expenses 95,774 196,000 103.3
Operating income 39,950 78,000 97.1
Recurring income 38,890 78,000 | . 987
Extraordnary (1,441) (20372) :
income (loss)

Net income 17,444 26,000 68.9

Millions of yen

Feb.1, 2003- July 31,2003 Forecast for year

Non-consolidated

Netsales . | 523888

1,090,000 1033

Gross profit 112,032 229,000 1014
SG&A expenses 80,773 165,000 103.2
Operating income 32,159 64,000 97.2
Recurring income 32,101 65,000 99.2
Extraordinary (1,374) (14,342) :
income (loss)

Net income 15,5656 23,500 70.0
Total orders ‘545,362 1,100,000 108.7
Accumulated orders 672,010 617,686 1016

Note: Total orders and Accumulated orders is non-consolidated,

Key management indicators

Consolted
Net income per share (¥) (125.11)
\Shareholders’ equity per share (¥) 1,027.71 883.16
Operating profit margin (%) ‘ 7.04% ‘ 5.7
ROE (%) 3.44% (13.21)%
ROA (%) *1 ) 6.90% 5.65%
R & D expenditures (¥milions) *2 ' 1 7,743 7,553 5,523 5,259
Investment in plant and equipment (Consolidated) 13,968 16,003 19,302 16,695
investment in plant and equipment (Non-consolidated) 8,430 10,545 14,296 9,374
Depreciation expense (Consolidated) #milions) 13,693 13,085 11,882 11,298
Depreciation expense (Non-consolidated) &milions) 11,675 11,186 9,951 9,362
Housing construction share*3 5.0% 5.2% 5.0% 5.0
Referred order ratio*4 . 59.3% 62.2% 63.4% 53.8%
IAverage house price (¥1,000) 30,620 30,724 29,605 28,697
Sekiwa Real Estate participation rate *5 59.9% 69.5% | - 72.8% 75.4%
QOccupancy rate of above rate 96.2% - - 95.7% 95.6% 95.0%
Display home locations {end of period) 632 653 . 602 561

*1 ROA: Retumn on Assets = (Operating income + interest received)/ Total assets

*2 Sekisui House conducts R&D (the amount is non<consolidated)

*3 Sekisui House housing starts divided by total nationwide housing starts (fiscal vear, excluding this term (February-July))

*4 Referred buildings divided by total buildings

*5 Percentage of Sha Maison (renta housing) projects in which leasing and administration is contracted to Sekiwa Beal Estate group companies
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Consolidated _(See note page 21) Appendix 2: Segmert Breakdown
2004+ Juiy 31,2004 Feb.1, 2003 - July 31, 2003 Forecast for year ending Jan. 2005
Gross profit Operating Net sales Gross profit Operating Net sales Gross profit Operating
rao margin Milonsd yon ralio rmarngin Miors d o rato margin
Built 1o Order Housing 257% 1.8% 379691 25.8% 1% 720,000 257% 1.7%
Real Estate for Sales 15.5% 4.1% 91,702 14.3% 25% 270,000 15.4% 4.2%
Real Estate for Leasing 104% 38% 123938 10.7% 41% 270,000 10.4% 39%
Other Business 21.0% 31% 65,953 19.8% 26% 120,000 208% 17%
Eliminatons & back office . . (3,65 . . (10,000) . .
Consolidated 20.2% 5.8% 657,921 20.6% 6% 1,370,000 20.0% 5.7%
Non-consolidated
D e P S i B s s T e el v
reference, the number of units is also recorded under net sales. '
S Orders Sales Accumulated orders
GPR* | OM™
v - % Buidings % Buildings Units %  Units

Built to Order Housing 65.8 11,824 65.2 11,163 24,156 246 14 | 736 1434
Steel framed 7,141 6,466 6,742 . . 7,082
Wood framed 1368 1,190 1214 . . 1,544
Low ise apaitments 3315 3507 16,200 . - 5315

Real estate for sales 232 2411 236 2,065 2883 157 41 145 1,529
Steei frarmed 2,108 1786 1,848 . - 1327
Wood trarmed W 260 261 - . 202
Condominiums . 19 774 . .

Land . . . . . .
Real estate for leasing 08 - - 09 - - 14 0.1) - -
Other Business 102 84 103 52 980 121 09 1.9 275

RC contracts 84 52 990 . 275

Exteriors . . .

Remodeling . . . . .
Total 100.0 14,319 1000 13,280 28,029 211 1000 16,145

Feb.1, 2003 - July 31,2003 Orders Sdles GPR oM Accumulated orders

Buih 1o Order Housing 385,573 70.7 12,436 378,251 722 12,312 26,724 | 246 114 503,046 748 15710
Steet framed 200,182 6,904 202,111 6,916 7223 . - 228,649 7,556
Wood framed 41,979 1,338 40,269 1,298 1,309 - - 52,450 1,654
Low rise apartments 143 411 4194 135,869 4,008 18,192 - - 221,947 6,500

Real estate for sales 92,642 170 1,335 82,502 15.7 1,363 2016 | 150 26 84,183 125 1,056
Stesl framed 32,310 1,159 33114 1,214 1,266 - . 23,690 886
Wood frarmed 5,268 176 4,165 137 137 - - 4,609 170
Condorminiums 17816 - 10,891 12 613 - - 26,714 .
Land 37,246 - 34,330 - - . - 29,170 -

Real estate for leasing 4,741 0.9 . 4,741 09 , - - (1.6) @310 - - .

Other Business 62,394 11.4 587 58,393 1.2 59 1,002 | 127 0.8 84,780 126 258
RC contracts 20,437 58 16,938 59 1,002 . - 50447 258
Exteriors 20,390 - 21,053 . - . - 27,215 .
Rermodeling 21,566 . 20,401 . - - - 7,118 .

Total 545352  100.0 13,829 523,888  100.0 13,734 29742 | 215 6.1 672,010 1000 17,024

Forecast for year ending Orders Sales GPR | OM Accumulated orders
Jan, 2005 .

Buitt to Order Housing 724,000 65.8 23,030 714,000 655 22,770 49,150 246 113 | 455829 738 13,940
Steel frarned 405,000 13,800 388,000 13,150 13,650 - -] 2237288 7457
Wood frarmed 84,000 2630 79,000 2500 2,550 - - 48,470 1,49
Low rise apartments 235,000 6600 247,000 7120 32,950 - -1 184082 4,987

Real estate for sales 265,000 23.2 4,69 257,000 236 4,390 6,150 157 41 86,544 14.0 1,504
Steel framed 105,000 4,000 99,000 3750 3900 - . 32,603 1255
Wood tramed 20,000 690 18,000 600 800 - - 6,3% 249
Condominiums 35,000 - 38,000 40 1,650 . - 22218
Lang 95,000 . 102,000 - - . - 25,327 -

Real estate for leasing 9,000 08 - 8,000 0.8 - . 1.5 0.0 - - .

Other Business 112,000 10.2 150 110,000 10.1 20 2,000 130 0.9 75,312 122 303
RC contracts 21,000 150 25,000 90 2,000 - - 38,928 303
Exteriors 48,000 - 45,000 - - . - 29,386 -
Remodeling 43,000 - 40,000 - - . - 9,018 .

Total 1,100,000 100.0 27,870 1,090,000 100.0 27,250 57,300 21.0 59| 617,68 1000 15747
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Appendix 3: Summary of Subsidiaries and Affiliates

{Upper) This term
“Lower) Prévipus ter
Milions of yen
i X - ) - "
Sales GPM SG&A Qpera ng Becumng Ex‘fraordlnary Extraordinary Net incorme | Total assets Sharehc?idefs 1 Interest
income income income loss Equity bearing debt
539,093 113,691 81,912 31,778 32,978 4,659 4,540 18,021 | 1,016,843 634,521 30,002
T R ARRAEEER TR SRR S EEEERECEEDE LR EEEEEEES EEEEEEREEE EERT R IRt EEETRENELTE EEEREEECERE SRR EEREEE EETCERECEEEE
523,888 112,932 80,773 32,159 32,101 49 1,424 15,556 | 1,018,977 | 612,606 60,004
SevaRea | 480241 6590 | 4395 N 2195| 22%2| A 01265 40276 ] 13878) .. )
Estale 44,310 6,337 4,077 2,260 2,258 - - 1,225 36,231 12,032 W -
SekwaRed | 8663 .88, 849 ... V2| LA o R Ol ... 135, B804 S8 .
Estate Tohoku 7,582 952 645 307 310 N 0 168 7,955 1,368 -
2sdiaren | 36,702 | 3898 2628 ' 1069 1057) o U DU 606 ) 30985 | 9438 . .
Estate Chubu 35,581 3216 2,403 813 813 N - 454 32,575 8627 .
2ssafen | 25,828 | 35371 2613 923 | .89 ... D R S 527 | 351971 20770 -|
Estate Kansai 25,863 3422 2,586 836 855 N 20 428 36,116 20,298 .
SekwaRea | 7608 | 1518 00 498 | B 1 288 | 9283 2805, . o
Estats Chugoku 6,885w 1,454 1,007 447 449 - 1 250 8,308 2422 .
SekwaRea | 8268 ... 9.8 . 25 ) B Sl 15458072 1ss| "
Estate Kyusyu 7,338 1,031 714 316 301 - . 166 4,670 1,177
sekwaReal | 134,595 ) 17207 | 12001 5205, 5263| 88 L ?:??Zw._l?%f‘.%q _____ 498% | .
Estate Sublotal 127,562 16,415 11,433 4,981 4,988 - 22 2695 | 125,858 45,926 .
caiva 104,681 6,158 3,877 2,280 2,387 220 23 1,481 | 55681 | 23013 .
onstructon L e e e e e e N D A S R Lt L CPEE FPRR PRI
& 74 other
comparies 103,369 5,802 3574 2,227 2,396 37 20 1,388 53,330 21,133 -
KobeRoko | an LEG vl @) e o ISR B (9) | 7757 | (16,949) | '3 9,549
lsand 562 80 63 @ (14) - - (14) 8,709 (16,908) 9,874
Nisromva | 425 LB O .12l ... 2 ol IURT S 12) .85 (3817 |
Marina City 814 23 1 21 21 - - 21 1412 ] (13534) -
SGM 1,258 172 119 53 48 ) _10_ o _1' _______ 29 ______ 2 ,323 _____ 1,300 _________ - |
Operation 1,199 406 311 94 116 - - 85 2,241 1,247 -
Sekisu House 3,939 944 745 198 196 - 5 111 2,846 456 -
Umeda . [7 7 77 T T T T T T T T T T T
Operation 4,116 879 763 115 115 - 1 64 2479 350 -
593 51 44 7 6 - - 1 1,194 . 571 -
Sekiha, Ltd. [------r-n--- L RETERTTIEEY EEPPPFEEEPE [EETTETET EREEPRREEE R e L R TETT: T EPDETNEPET EEPEEPEPILE
624 51 41 9 8 - 0 3 1,220 565 .
gorer | 5865 .. L B 5891 ... 200 LR S I 2 noy BT B .
Comparies 4,605 722 468 253 236 - 0 142 7,623 2,483 -
s | 790,894 | 135,006 99,288 39,718 41,061 5,002 4,588 23,717 | 1,223,646 681,668 38,552
el S e EEE AR R R R E R RS EE R R AR LR EE RS Rt LR R R R Rl R R R R iR LR EE R EEE R
766,743 | 137,292 97,432 39,860 39,971 87 1,469 19,922 | 1,221,852 | 653870 69,879
Eimiratons | (110,670) |  (1,845) | (1,544) (301) | 4 (1,260) (303) (10| (2937)| (54,198) | (8,510) -
and athers (108,822) (1,568) (1,658) 89 (1,081) (34) 24 2478) | (54,141 (6,395) -
680,223 | 137,160 97,743 39,416 39,801 4,699 457 20,779 | 1,169,458 673,157 38,552
Consolidated {r=--=------- ROttt s bt el Il Sl B Il It R iebd Hd ik Aebi bty
657,921 135,724 95774 39,950 38,860 53 1,494 17444 | 1,167,711] 647475 69,879
Consolidated/ 1.26 121 | 1.19 1.24 1.21 1.00 1.01 1.09 1.15 1.06 1.32
[N7e's MR i A M oA R i e e A e A
consolidated 126 1.20 1.19 124 121 108 105 112 1.15 1.06 118

*1 The amount of debt within the Group are excluded from that of interest-bearing debt.

2 These companies have established subsidiaries, so the amount of this temn showed is consolidated.
*3 Loans from a financing company for funds to purchase lands

*4 48 million yen, loss from investments in subsidiaries and affiliates for by the equity method, is included.

4
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APPENDIX 4: BREAKDOWN OF SALES BY TYPE OF BUILDING

-iDetached Houses Total S S S : _ R : e
Units L T T 10085 o ems| 13
Buildings R TR f-' 9702»“-3‘3' S Temes| . 14
Square meters : DR CraearsT| 1,374,582 oo
Milionsofyen .~ o .t e - 306644 . . 300833 20
Detached Houses ~ Steel Framed ‘

Units _ " ’ 8,590 ' 8,489 12
Buildings 8,252 8,130 ; 15
Square meters 1,171,690 . 1,162,173 08
Millions of yen - 260,970 ‘ 256,197 1.8
Detached Houses — Wood Framed
Units 1,475 1,446 2.0
Buildings ' 1,450 1435 1.0
Square meters . 213,066 212,409 03
Millions of yen 45,673 - 44,436 28

MultlpleDweIllng Houses Total I o L it v o o,

CUntst o 17,964 T 19,807 | ©.3)
‘Buildings S o3B89 . .o . 4158 o (142)
Squaremeters - o gzl 0 qpozest | (1)
Miionsof yen © - 0 S qagso o 12140 0 (48
Multiple Dwelling ~ Low-rise Apartments ' '

Units 16,200 18,192 (10.9)
Buildings - ' 3,507 ) 4,098 (14.4)
Square meters ' 771,132 873976 (11.8)
Millions of yen 122,354 135,869 @9)
Multiple Dwelling — Condominiums
Units ) ‘ 1,764 1,615 9.2
Buildings 62 60 3.3
Square meters 121,039 | 133,265 (9.2
Millions of yen 31,996 26,271 218

Remodeling ' _ L : | o ‘ ' :
‘Milionsofyen S T S 19985| ¢ . 20,401 @)

- Millons of yen
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An Outline of The Sekisui House Group

The Sekisui House, Ltd. group consists of 96 subsidiaries, 3 affiliates and 1 related company. Sekisui House group companies are involved in
the contract design, construction, and letting of prefabricated houses. They also buy and sell, act as agents for, lease and manage real estate.
The position of each company within the group is illustrated below. The following four sections classify each business division as they are
classified in the ‘Segment Information’ section.

(1) Built to Order Housing
This division of the Company handles contracts and prefabricates steel, wooden, and concrete houses and low-rise apartments. The main
affiliated companies of this division are Sekiha, Ltd., Sekiwa Construction Saitama, Ltd., Sekiwa Construction Yokchama, Lid., and Sekiwa
Construction Osaka, Ltd.

(2) Real Estate for Sales

This division sells land, detached houses and condominiums.

The main affiliated companies of this division are Sekiwa Real Estate, Ltd., Sekiwa Real Estate Kansal, Ltd., Sekiwa Real Estate Chubuy, Lid.,
Sekiwa Real Estate Chugoku, Ltd., Sekiwa Real Estate Tohoku, Ltd., and Sekiwa Real Estate Kyushu, Ltd.

(3) Real Estate for Leasing

This division Jeases and manages detached houses, low-rise apartments, condominiums, commercial buiidings, shops etc.

The main affliated companies of this division are Sekiwa Real Estate, Lid., Sekiwa Real Estate Kansai, Lid., Sekiwa Real Estate Chuby, Ltd.,
Sekiwa Real Estate Chugoku, Lid., Sekiwa Real Estate Tohoky, Ltd., and Sekiwa Real Estate Kyushu, Ltd.

(4) Other Business
This division is involved in the design of condominiums and commercial bulldings, the construction and contract remodeling of houses, and the
design and construction of landscape gardens. The main affilated companies of this division are Landtech Sekiwa Chiba, Ltd.,, Landtech

Sekiwa Chubu, Ltd., Greentechno Sekiwa, Lid., and Greentechno Sekiwa Chubu, Lid.

Materials Housing materials supplier Hpusing consnu;tion Broking and leasing |\ peq) estate-related services :
supplier . . and exteriors real estate - '
Sekiha, Ltd* | Sekisui Chemical Co,, Ltd*** Sekiwa Constuction | SEKISUl  Isky Rail Service Co., Ltd.*

Saitama, Ltd* . | DEUTSCHLAND

‘ Kobe Rokko Island Cable Vision Co., Ltd.*
74 other companies | BAU Gmb.H.* '

Kobe Rokko Island Energy Service Co., Lid. ™

and one other company
Housing publishers and
advertising agency
Sumai no Toshokan Co., Ltd.*
SEA, Lid.*
v A v
Leasing of
. . Settement
real estate Housing construction W
Buying, selling, broking, leasing, managing real estate Morgageloans e
) . ) ‘ Trade of - The Mortgage Cerporation of Japan; Ltd.»-
S¢k|wa Real Estate, Ltd.*" and 5 other companies real estate Y
Sekiwa Kanri, Ltd.* and 3 other companies
Kobe Rokko Island Co., Lid* Housing ,
Nishinomiya Marina City Development Co., Ltd.* Construction of commercial construction
SGM Operation Co,, Ltd.* and 2 other companies
buildings, house remodeling
Leasing of real estate Leasing of rea) estate ' Loaning out
P t
v ¢ v ‘ v ety
Customer Customer Customer Customer

* Consolidated subsidiary

e Related company, accounted for by the equity method
s Other related company




Major Subsidiaries and Affiliates
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Capital :
Name Main business Percentage Serving directors Transactions
Millons of yen owned
Director 1
i -devel c f
Kobe Rokko Island Co., Lid. 1,000 jReal Estate for Sales 61.8% Execuive 2 |Co-dev °pme"“ om.pany or
Employee 1 |Rokko Island City project
Transfer 1
‘ Directors 3
Nishinomiya Marina City . Co-development company for
Development Co., Ltd. 400 | Same as above 100.0% Executves 2 Nishinomiya Marina City project
Employee 1 v
( Director 1 |Consignment of rea) estate
SGM Operation Co., Ltd. 418 |Real Estate for Leasing| 100.0% Executives 2 imanagement and sales of housing-
Trarisfer 3 |related equipment
‘ ' ' Directors
Sekiwa Real Estate, Ltd, 1668 Real Estate for Leasing 50.8% 3 |Management and brokerage of real
& Sales Transfer 1 lestate
Directors 2
Sekiwa Real Estate Tohoku, Ltd.: 200 {Same as above 55.1% Executive 1 |Same as above
Transfer 6
Sekiwa Real Estate Chubuy, Ltd. 1,368 [Same as above 42.9% Directors 3 Same as above
Transfer 9
Dir 3
Sekiwa Real Estate Kansal, Ltd. 5,829 |Same as above 42.8% rectors Same as above
Transfer 1
Sekiwa Real Estate Chugoku, Ltd. 379 (Same as above 42.0% Directors 2 Same as above
Transfer 8 -
Sekiwa Real Estate Kyushu, Ltd. 263 |Same as above 42.7% Directors 2 Same as above
Transfer 8
isui i i i f t
Sekisui House Umeda Operation 100 |Real Estate for Leasing|  100.0% Directors 2 (Consignment of real estate
Co, Ltd. . Employees 2 |management
Directors 2 . . . .
) . ) , Buying and selling housing materials
Sekiha, td. 480 |Built to Order Housing | 100.0% Executive 1
Employees 2
Transf 6
Greentechno Sekiwa, Ltd. 100 |Other Business 100.0% rensier Exterior and gardening construction
Employee 1
Landtech Sekiwa Chubu, Ltd. 50 |Same asabove 10000 | DXecuve. 1 Foundation nvestgation and
Employees 6 [SUveys
Executive 1 '
Sekiwa Construction Saitama, Ltd. 40  |Built to Order Housing | 100.09% Employees 7 |Foundation and construction work
Transfer 3

—

The main business of each company is recorded in line with the revised business categorias of Sekisui House.

2. Percentage holdings in Sekiwa Real Estate Chubu, Lid., Sekiwa Real Estate Kansai, Ltd., Sekiwa Real Estate Chugoku, Ltd., and Sekiwa Real Estate Kyushu
are less than 50%, but as these businesses are essentialy controlied by Sekisui House they are treated as subsidiaries.
3. Sekiwa Real Estate, Lid,, Sekiwa Real Estate Chubu, L1d.,, Sekiwa Real Estate Kansai, Ltd, Sekiwa Real Estate Chugoku, Ltd., and Sekiwa Real Estate

Kyushu, Ltd. issue annual Financial Statements.

Sekiwa Real Estate, Ltd. is fisted on the second section of the Tokyo Stock Exchange. Sekiwa Real Estate Chubu, Ltd. is listed on the second section of the
Tokyo Stock Exchange and on the second section of the Nagoya Stock Exchange. Sekiwa Real Estate Kansai, Ld. is listed on the first section of the Osaka
Securities Exchange. Sekiwa Real Estate Chugoku, Lid. is listed on the second sections of the Tokyo Stock Exchange and of the Osaka Securities Exchange.
Sekiwa Real Estate Kyushu, Ltd. is listed on the JASDAQ market
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Management Policy & Results

1. Management Policy

Basic management policy

Since the establishment of Sekisui House we have aimed to create homes and environments with individuality and
warmth, as a leading producer of housing in Japan. Providing first class product quality and technical skills is essential,
énd we aim every day to reflect our philosophy of ‘love of humanity’ by creating houses that bring satisfaction to our
customers. In the future, through rigorous quality control we aim to continue to raise customer satisfaction and to provide
full after service to our customers. Housing is characterized by a very lohg product life and we believe that steadily
pursuing these values in our business activities creates a powerful framework of trust that is the key to long-term growth
and an essential element of dur business. Further, cur basic stance is that true management of a company is borme out
of three concepts: customer satisfaction, shareholder satisfaction and employée satisfaction. We must also fulfill our
obligations as a cofporate citizen, while considering the stability and investment required to ensure continued long term

growth and making determined efforts to expand our business.

Profit distribution policy

Since the year ended January 1988 we have continued a policy of paying a stable dividend of 18 yen per share to
shareholders. We have also on occasion paid special and commemorative dividends, after taking into consideration the
overall condition and profitability of the company, and capital requirements for expansion. In addition we have at times
bought back in order to improve capital efficiency and raise long- term retums to shareholders. With regard to dividend
distribution in the future, we have to be aware that our management indicators can be affected by faw revisions and
economic circumstances that are difficult to predict. As such, while considering our payout ratio we will aim for an

appropriate and rational distribution of profits.

Policy on reduction of the share-trading unit

While we recdgnize the importance of expanding cur shareholder base by making it easier for individuals to participate
as shareholders, we also recognize that Sekisui House shares maintain good liquidity. We intend to monitor factors such
as trends among individual investors and the demands of the market, and wil continue to weigh the cost and benefits of

a reduction in our share-trading unit,

Business targets

In order to promote business efficiency we aim to take opportunities to strengthen our balance sheet and raise asset
efficiency in each of our businesses. As a result we are targeting improvements in Return on Assets and Return on Net
Assets. While increasing profitability, our medium term target is to achieve ROA of 10% by reducing total assets and

raising asset tumover.

Medium term business strategy
While pursuing our basic management policies we aim to further strengthen our sales and marketing. Further, while
monitoring factors such as market size, profitability, and capital efficiency, we aim to expand related businesses such as

remodeling and exteriors, and so grow our income.
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.Corporate governance a’nd' related initiatives
Sekisui House intends to implement a corporate auditor system rather than pursue a committee system. We introduced
an executive officer system'in April 2002; at which point we halved the number of directors. There are 11 board members,
and our aim is to manage the Company with flexible, effective and rapid decision making.
We are working to ensure appropriate overseeing of management. Two of the Company’s five auditors are outside
auditors.

Strong corporate compliance is a management priority. In addition to establishing a special corporate compliance
department, we are taking steps throughout the Company and its subsidiaries to improve procedures, and to strengthen
coordination between related departments.

2. Business Results

During the first half of fiscal 2004 the Japanese economy finally showed signs of brightness after an extended period of
recession, on the back of improvements in corporate profits. The stock market moved upWards after a prolonged

downturn, and some improvement was seen in private capital expenditure and personal consumption.

The housing market was also comparatively firm, with signs of a flattening out of land prices in large cities—beginning
with the Tokyo metropolitan area—after a long period of d‘ecline, supported by favorable sales of built-for-sale properties
to such first ime buyers as the children of the baby-boom generation. However, demand from owner-occupiers stayed
weak, as middle-aged customers, who account for the majority of secondary acquisitions for rebuilding, remained
concerned about high unemployment rate and uncertainty in the future. Some supply adjustments appeared in rental

properties in areas other than the metropolitan area, and as a result thé overall housing market continues to be mixed.

Our key management goal during this period was to increase sales, so we took steps to improve guality and realign our
products with the needs of the market, along with introducing new products. Recognizing the increase in sales as our
management goals, we intended to improve the quality of our products while reorganizing our products to meet market's
needs and promoting the introduction of new products.

At the same time, we have promoted sales of real estate in response to growth in demand from first time buyers, and
made efforts to expand orders. We have also taken steps to add further depth to the consultative sales approach; for

instance, we have been developing through the use of experiential exhibition sites and other methads.

Built to Order Housing

in our core build to order housing business, we have put our efforts into improving quality and the thorough
implementation of environmentally friendly features. In terms of housing performance, in order to solidify our position‘in
medium- to high-end products, in line with our basic strategy, we have continued 1o provide housing that is both safe and
secure by adopting multi-layered glass that combines crime-prevention and airtight heat insulation qualities as a
standardized fixture from June 2004.

in earthquake-proof housing, an area where we have been promoting sales since last year, we achieved orders for more
than 100 units during the interim period under review. We also promoted our technology-based earthquake expertise
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through initiatives such as seminars and experiential activities for customers in our ‘Sumai no Yume Kojo’ experimental
exhibition sites.
Consequently, we have been able to make proposals backed up by our earthquake-resistant technological capabilities,

including not only earthquake proofing but also basic earthquake resistance.

A number of new products were introduced during the period under review, including a steel-framed house range '‘Be
Free’ based on the reorganization of our core product range, the ‘Centrage’ series. Standardization has been advanced
for building materials for this series, and design choices have been broadened by adding modern and traditional
Japanese designs. This has enhanced our ability to provide customers with advanced custom made feeling.

We introduced ‘M-Chantoa’ to our ‘Sha-Wood' a wood-framed house ling, enhancing our product range in answer to
broader design needs. As our themed-product line in March we brought to market ‘Cuby Cuby,” an urban, new-sensation
compact house with the ultimate in fun(:tiohality. In May we launched ‘Sefkatsu wo Asobu ie’, developed in callaboration
with a leading interior shop in Japan. In the rental property area, in July we introduced DIAS’, aiming for improve_d

competitiveness while also answering the diversified needs of our tenants.

Real Estate for Sales

In our real estate for sales business we undertook a number of measures to strengthen our activities in building plots,
for which there is vigorous demand from younger clients. We focused on improving the turnover ratio of our real estate
for sale, actively purchasing land for sale throughout Japan, and engaged in overall proposals from exteriors to the
creation of unique streetscapes with a high value-added quotient. We also made progress in our efforts to create
environmentally conscious locales and townships featuring the use of IT and enhanced security, and strengthened
sales of such quality housing complexes. We have also focused on the sale of up-market condominiums for long-term

residents, mainly in the major cities.

Real Estate for Leasing

In our real estate for leasing business we strengthened our relationship with Sekiwa Real Estate Group, which manage
leasing properties and handle block leasing, aiming for expanded orders. Resources were dedicated to strengthening
the proposal capacity of our leasing business, including pushing ahead with further establishing and boosting the
popularity of our brand, that is the MAST, aiming to secure stable tenants and strengthen our approach to potential
clients.

Other businesses
As part of our promotion of customer satisfaction (CS) to provide our customers with comfortable residences over the
long term, we are putting major efforts into our peripheral businesses involved in exterior and home remodeling as we

strive to create an organization that can provide comprehensive and high quality homes.

As a result of active sales efforts, non-consolidated orders in the first half reached ¥563,641 million, an increase of 3.4%
compared to the same period of the previous fiscal year. Consolidated net sales were ¥680,223 million, an increase of

3.4% compared to the same period of the previous fiscal year.
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In terms of profitability, consolidated operating income declined 1.3% to ¥39,416 million, due to higher sales costs as we
looked to strengthen sales capacity. Héwever, cohsolidated recurring income rose 2.3% to 39,801 million, due to factors
such as the improvement in financial revenues because of the reduction in interest-bearingliabilites. Consolidated net
income increased significantly, rising 19.1% to 20,779 million, boosted by factors such as gains on the sale of equity
holdings.

3. Consolidated cash flow and related indices

Operating cash flow decreased significantly from the previously comparable period. Although profits increased due to
higher revenues, lower material purchasing costs and other efforts to reduce expenditure, this was offset by factors such

as higher inventories acquired to strengthen the real estate business.

Capital expenditure in the first half period included further development of ‘Sumai no Yume Kojo’ we have established at
five factories around the country as part of measures to effectively pursue a consulting sales model in an eraof increased
competition on quality. Measures were also taken to rationalize production and IT-related matters, and to promote labor
saving and overall operational efficiency. However, cash flow from investment activities declined significanty, due to the
fact that in the previous comparable period a large sum of govermment bonds, acquired in the previous year to cover the
cost of convertible bonds, had matured.

Cash flow from financing activities increased significantly from the previous comparable period. A share buyback of
9,900,000 shares was implemented for a total sum of ¥11,998 milion . Besides, we redeemed the No. 10 unsecured
notes and repaid long-term debts, but the overall increase reflects the large sum of convertible bonds redeemed in the

previous period.

As a result, cash and cash equivalents at the end of the period decreased ¥28,314 million compared to the end of the

previous fiscal year, yet cash resources of the business continued to be ample.

Yearto Jan. 2002 Yearto Jan. 2003 | Year to Jan. 2004 Y;gé;‘i;ﬁ;
Equity ratio (%) 48.0 513 56.6 57.6
Equity ratio based on market price (%)* 50.1 484 61.2 65.7
Debt service coverage ratio  (years) 4.2 3.1 0.7 0.8
Interest coverage ratio (times)*™ 16.1 200 61.8 51.0

* Equity ratio based on market price = market capitalization / total assets

* Interest coverage ratio = operating cash flow { interest paid
4. Outlook

Based on the emergence of signs of economic recovery, and the ongoing improvement in housing demand from
individuals setting our objective theme as ‘Growth’ we intend to expand housing sales through introducing high-quality
attractive products. We intend to further strengthen our real estate for sales business, at the same time as promoting
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more efficient asset management. We also aim for the further cost reduction in order to respond to the expected rise in
materials costs, and focus on improvements in performance. Our group strategy is to maximize the synergistic effect. of
our close tie-ups with Sekiwa Real Estate Group and Sekiwa Construction companies, while also strengthening our
peripheral businesses involved in exterior and home remodeling, pursuing constructive management aimed at growth.
We will also aggressively promote such causes as disaster prevention and crime prevention, providing safe, secure and

comfortable housing, and aim to continue our company-wide focus on improving CS.

As announced today in another release, in the second half of fiscal 2004 we plan to report an extraordinary loss from
impairment losses on the disposal of fixed assets, and an extraordinary gain following approval‘to return the substitutable
portion of the pension fund managed on behalf of the government. ‘

As a result, we have revised our forecasts from those issued at the beginning of the fiscal -year. We now forecast
consolidated net sales of ¥1,370 billion, an increase of 3.3%, consolidated recurring income of ¥78 billion an decrease of

1.3%, and consolidated net income for fiscal 2004 of 26 billion, an decrease of 31.1%.
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CONSOLIDATED BALANCE SHEETS

, Milfions of yen
1 As of Jan. 31,2004, Difference % |As of July 31, 2003
Assets 1,181,012 (11,563) | (1.0) 1,167,711
Current assets 690,562 (11,603) | (1.7) 678,974
Cash and deposits 222,275 174,089
Notes and accounts receivable 80,037 ‘ 91,389
Marketable securities 2428 610
Inventories 288,432 300,708
Deferred income taxes 74,803 87,471
Other current assets 24241 , . 26,359
Allowance for doubtful accounts (1,6586) (1,653)
Fixed assets 490,449 39 0.0 488,736
Tangible fixed assets 258,493 2,605 1.0 257,634
Buildings and structures 115,782 112,412
Machinery and vehicles 12,333 . 12,437
Tools and equipment 4723 4,680
Land 124,554 | 124,138
Construction in progress 1,008 3,966
Intangible fixed assets 10,371 (4,147)| (40.0) 10,049
Investments and other assets 221,585 1,581 0.7 221,053
Investments in securities 113,218 | 104,762
~ Long-term loans receivable 46,804 49,832
Deferred income taxes 26,604 31,341
Other investments and other assets 36,603 36,739
Less allowance for doubtful accounts (1,644) ' (1,623}
Total Assets 1,181,012 (11,563) (1.0) 1,167,711
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Millions of yen
Asof Jan, 31,2004 | Difference | % |As of July 31,2003
Liabilities 491,662 (17,330) | (3.5) 499,795
Current liabilities 316,760 17,277 5.5 322,912
Notes and accounts payable ' 145,704 150,868
Current portion of long-term debt and notes 30,001 30,001
Accrued income taxes 3,948 3,822
Advances received 75,037 87,569
Reserve for bonuses ‘ 18,304 13,200
Reserve for warranty on completed works 1,243 1,247
Other current liabilities 42521 36,202
Long term liabilities 174,902 (34,607) ((19.8) 176,883
Bonds 30,000 30,000
Long-term debt » 9,674 9,877
Accrued retirement benefits for employees 72,055 73,234
Coporte fudors and exoae oicsrs. 1,585 1,405
él)l(g\g/ance for exhibition at Japan Intemational 105 70
Deposits and guarantees 58,266 58,048
Consdlidated adjustment account 374 337
Other long term liabilities 2,840 3,910
Minority interests 21,385 573 | 27 20,440
Shareholders’ Equity 667,964 5193 | 0.8 647,475
Paid-in capital 186,554 186,554
Additional paid-in capita! 237,523 237,522
Retained earnings 248,960 234,903
Net unrealized holding gain (loss) on securities 7,640 1,090
Translation adjustment (98) (70)
Less treasury stock, at cost (12,616) (12,525)
Liabilities, Minority Interests, an 1,181,012 (11,563) | (1.0) 1,167,711

Shareholders’ Equity
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CONSOLIDATED STATEMENTS OF INCOME

1 Feb. 1, 2003 - July 31, 2003 Difference Feb. 1, 2003 - Jan.31, 2004
Milions of yen (4) Mions of yen (%) | Miffons of yen %)
Net sales 657,921 100.0 | 22,302 34 1,326,038  100.0
Cost of sales 522,196 794 | 20,866 40| 1,055989 796
Gross profit » 135,724 20.6 1,435 11 270,050 204
Selling, general and administrative expenses 95,774 14.6 1,969 2.1 189,716 14.3
Operating income 39,950 6.0 (533) (1.3) 80,333 6.1
Non-operating income 2,518 0.4 9 (0.4) 4,752 04
interest and dividend income 1,386 _ 2,453
Miscellaneous income 1131 - 2,208
Non-operating loss 3,578 0.5 (1,454) (40.6) 6,023 0.5T
Interest and discount paid 1,103 1,648
Equity in loss of affiliates 16 ‘ 53
Misoe”aneous expenses 2,457 4,322
Recurring income 38,890 5.9 911 23 79,062 6.0
Extraordinary income 53 0.0 4,646 - 494 0.0
SPerzuczrai:sss from sales of investments in 49 491
Other 3 3
Extraordinary loss 1,494 0.2 3,076 2059 4,584 03
Loss from sale or disposal of fixed assets 398 . 1,150
Loss on evaiuation of securities 1,096 14
Loss on evaluation of land held for sale - 2,088
Other - 430
::f;:’;s :ﬁ:’:u;‘;& ";2 m‘:\":: minority 37,448 57 | 2480 66| g2 &7
Current income taxes 3,591 0.5 121 34 6,709 0.5
Deferred income taxes 15,197 23 | (1,272} (8.4} 28,121 21
Minority interests in earnings of subsidiaries 1,215 0.2 297 244 2,380 0.2
Net Income 17,444 2.7 3,335 191 37,761 29
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CONSOLIDATED STATEMENT OF RETAINED EARNINGS

Miliions of yen

Feb. 1, 2003 - Feb. 1, 2003 -

July 31,2003 | Jan. 31, 2004
Capital surplus
1.Capital surplus at beginning of pericd 237,522 237,522
2 Increase in capital surplus '

Gain on sale of treasury stock 0 0 0 0.
3.Capital surplus at end of period 237,522 237,523
Retained earnings
1.Retained eamings at beginning of period 224,229 224,229

2.Increase in retained earnings

Net income 17,444 17,444 37,761 37,761

3.Decrease in retained earnings

Cash dividends paid 6,378 A 12,638
Bonuses to dlrectors. executive officers and 390 6,771 392 13,030
corporate auditors

4.Retained earnings at end of period i 234,903 248,960
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CONSOLIDATED STATEMENT OF CASH FLOW
Millions of yen

104 | Feb. 1, 2003 ~July 31, 2003 | Feb. 1, 2003~ Jan, 31, 2004
Cash Flows From Operating Activities
Income before income taxes and minonty interests 37,448 74,972
Depreciation and amortization 5431 11,298
Provision for retirement benefits (142) (1,321)
Interest and dividend income {1,386) (2,453)
Interest expense 1,103 1,648
Equity in eamings of affiliates 16 53
Loss on revaluation of real estate held for sale - 2,988
Loss on revaluation of securities 1,096 14
Decrease in notes and accounts receivable 3791 15,143
(Increase) decrease in inventeries and advance payments (7,498) 1,270
Decrease in notes and accounts payable (465) (7,261)
Increase (decrease) in advances received 3,908 (8,622)
Other (483) 16,712
Subtotal 42,820 104,442
Interest and dividends received 2,042 3,276
Interest paid (994) (1,593)
Income taxes paid (4,672) (7,664)
Net Cash Provided by Operating Activities 39,196 98,460
Cash Flows From Investing Activities
Purchases of short-term investments (499) (529)
Proceeds from sales of short-term investments 51,053 50,670
Purchases of property, plant and equipment (7,805) (14,175)
Proceeds from sales of property, plant and equipment 54 237
Purchases of investments in securities (993) (1,201)
Proceeds from sales of investments in securities 1,067 : 3,781
Payment of advances ' (474) (3,310)
Incame from collected loan 4,967 10,428
Income from maturation of group insurance palicies 10,000 10,000
Other (1,268) (4,180)
Net Cash Used in Investing Activities 56,100 51,721
Cash Flows From Financing Activities
Repayment of long-term debt (122) (325)
Repayment of bonds (89,999) (89,999)
Cash dividends paid {6,378) (12,638)
Cash dividend paid for minority interests (385) (503)
Purchases of treasury stock (12,011) (12,102
Other 172 174
Net Cash Used in Financing Activities (108,724) (115,395)
Effect of exchange rate changes on cash and cash equivalents 135 107
Net decrease in cash and cash equivalents (13,291) 34,894
Cash and cash equivalents at beginning of the year 187,381 187,381
Cash and cash equivalents at end of period 174,089 222,275
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Significant Consolidated Accounting Policies

1. Scope of Consolidation
Consolidated subsidiaries: 96, including Sekiwa Real Estate, Ltd., Sekiwa Real Estate Chubu, Ltd., Sekiwa Real Estate Kansai, Ltd.,
Sekiwa Real Estate Chugoku, Ltd., Sekiwa Real Estate Kyushu, Ltd., and Sekiwa Real Estate Tohoku, Ltd.
Changes in scope of consolidation
Decreased: Sekiwa Data Service, Ltd.
All 96 subsidiaries are consalidated.

2. Application of equity method
Affifiated companies accounted for by the equity hethod
Three companies: Rokko Island Energy Services Co., Lid., Shin Nishinomiya Yacht Harbor, Corp., and The Mortgage Corp.of Japan, Ltd.
Investment in three related companies is accounted for by the equity method.

3. Term-ends of consolidated subsidiaries
The interim of fiscal year ends on September 30 for Sky Rail Service Co., Ltd. In producing the consolidated financial statements, the
Company provisionally setfles the accounts of that subsidiary as of July 31 and utilizes these accounts. The interim of year-end of
SEKISUI DEUTSCHLAND BAU G.m.b.H. is June 30 and the Company uses these statements, adjusted as required for significant
transactions up till July 31, in producing its consolidated financial statements.

4. Summary of significant accounting policies .
(1) Basis and method for valuation for significant assets
(1) Basis and method of valuation of securities
{a) Marketable securities:
(i) Debt securities expected to be held to maturity: Amortized cost (straight-line) method
(ii) Other marketable securities:
» Stocks with market value:
Based on closing market price on the last day of period (Valuation gains and losses resulting are calculated by the full
capital costing method; cost of dispasal is calculated by the moving average method)
» Stocks with no available market value:
At cost, based on the moving average method
{b) Derivatives: Market value method
(c) Inventories:
(7} Expenditure on uncompleted construction, buildings for sale, land for sale, and uncompleted land held for sale:
At cost based on individual cost method
(ity Other inventories: At cost based on moving average method

(2) Depreciation and amortization methods used for main depreciable and amortizable assets:
The Company applies the straight-line method to buildings (excluding attached structures) and intangible fixed assets, and
uses the declining-balance method for other tangible fixed assets (but straight-line depreciation for overseas consolidated
subsidiaries).

(3) Basis for accounting for significant allowances

(@) Allowance for doubtiul accounts
The Company makes provisions for general debtors based on actual historical collection rates and for specific
debtors where collection is doubtful based on estimates of the amount collectible.

(b) Allowance for bonuses
To prepare for bonus payments to employees, the Company provides for the estimated appropriate amount in that
financial period.

(c) Allowance for compensation payments on completed works
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Provisions for losses and guarantee expenses due to post-completion defects are recorded based on historical repair
and other costs arising from completed structures and detached housing.

(Change of acoountmg method)

Previously, guarantee reserves to cover post-comp!enon losses and guarantee expenses were calculated for the
interim period as 1/1000" of housing business sales in the preceding 12 months for which guarantees applied,
and 1/1000" of the buildings portion of real estate sales. From the current fiscal year onwards, however, such
reserves are being calculated on the basis of actual historical costs. This change is because, as the Company
has strived to increase customer satisfaction with repair and inspection information, it has become possible to
efficiently estimate repair service expenses, and in turn to recard provisions in this manner for greater clarity in the
financial statements.

Consequently, ‘Gross profit’, ‘Operating income’, ‘Recuring income’ and ‘Income before tax’ has decreased by 918

million yen respectively.

(d) Allowance for accrued retirement benefits for employees

To prepare for future retirement payments to employees, the Company makes provisions in the amount accrued at

the end of the consclidated interim of fiscal year based on the estimated PB.O.and pension assets. To account for

differences in actuarial calculations, the Company recognizes those differences througH straight-line depreciation

over & years, expensing them in the year following such recognition. Differences arising in respect of past service

obligations are calculated over 5 years by the straight-ine method and expensed in the year in which they arise.

(Additional information) | )

Details of Return of Portion of Employee Pension Fund
Sekisui House, Ltd. details of the waiver of future obligations in respect of the proxy portion of the employee
pension fund of Sekisui House and some of its domestic consolidated subsidiaries. The company received
approval of the waiver from the Minister Of Health, Labor and Welfare on April 28 2003 and following the
implementation of the Defined Comorate Pension Act.

~ The monetary eguivalent of the proxy of the employee’s public pension fund recorded at the end of the current
interim period would be 44,730 million yen, if calculated aldng Accounting Treatment of Retirement Allowance
Guidelines (as outined by the JICPA committee Repont, #13, 44-2). Assuming the entire amount had been
retumed at the end of the current interim period, an estimated profit of 41,758 million yen would have resulted.

(e Accrued retirement benefits for directors, corporate auditors and executive officers
To allow for retirement bonus payments to directors, corporate auditors and executive officers, the Company
provides the reguired amounts at the end of the current term based on intemal regulations.
il Allowance for exhibition at Japan Intemational Expo

To allow for expenses to be incured at the Japan Intemnational Expo, the Company has provided an appropnate

amount in the consolidated interim of fiscal year,

(4) Basis for converting signiﬁcant foreign currency-denominated assets and liabilities into yen:
For foreign curreni:y—den_ominated monegtary claims and debts, the Company converts into yen at the rates of exchange
prevailing on the consolidated balance sheet date. Translation differences are included in the statements of income. The
assets, liabilities, revenues, and expenses of overseas subsidiaries are translated into yen at the rate of exchange in effect at
the subsidiaries balance sheet dates, and translation differences are included in the fareign exchange translation adjustment
account in shareholders’ equity.

(5)  Accounting for significant lease transactions
Finance leases other than those deemed to transfer ownership of the leased assets to the lessee are accounted for by a
method similar to that applicable to ordinary operating leases.

(6) Main hedge accounting methods
(@) Hedge accounting methods
The Company uses deferred hedging, except where for foreign currency swap contracts allocation requirements
are met in which case the allocation method is used.

(v} Hedging instruments and targets
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(i)  The Company hedges honds that fund operations using interest rate swaps.
iy  The Company hedges foreign currency cash debts and forward transactions with exchange contracts.

() Hedging policies
The Com‘pa'ny uses derivatives transactions with the aim of avoiding losses from fluctuations in exchange and
interest rates etc. The use of exchange contracts does not exceed the amount of import transactions. Furthemmore,
the notiona! principal of interest rate swap transactions is limited to the total of debt used to fund operations and
interest-bearing debt.

(d) Methods of assessing hedge sffectiveness
The Company compares cumulative cash flow variations for hedge targets and hedge methods with market
fluctuations and assesses the effectiveness of hedges based on the amounts of variation in both cases. However,
for forward exchange contract transactions the Company does not assess the effectiveness of hedging where the
main conditions match with regard to the relevant transactions and hedge targets, and where the cash flow is fixed.

(7) - Accounting for consumption taxes
The tax exclusion method is used to account for consumption taxes. Consumption taxes subject to deductions are
expensed in the consolidated intenim of fiscal year in which they arise.

5. Scope of amounts in consolidated interim statements of cash flows
The funds (cash and cash equivalents) in the consolidated interim statements of cash fiows comprise cash and equivalents (except
fixed term deposits exceeding three months) and short-term investments with redemption periods of less than three months that are
easily convertible into cash, with insignificant risk of losses from price fluctuations.

[Note]
1.Note to Consolidated Balance Sheets
Mitions of yen
As of Jan. 31, 2004 As of July 31, 2003

Accumutated depreciation of fixed assets 149,262 146,446
Collateralized assets 28,047 28,066
Liabilities guaranteed 59,575 66,245
Treasury stock 13,976,435 shares 13,891,961 shares
Shareholdings in related companies included in 605 642
investment securities A
Interest bearing liabilities 69,675 69,879

2.Notes to Consolidated Statements of Cash Flows

Cash and cash equivalents at the end of the interim of fiscal year and relationship with amounts recorded in consolidated balance sheets

Millions of yen .

Feb.1, 2003 - July 31,2003 | Feb.1, 2003 - Jan. 31, 2004
Cash and deposits 174,089 222,275
Fixed term deposits exceeding three months (500) (500)

| Short - term investments with redemption period

of 3 months or less (marketable securities 499 489
account}
Cash and cash equivalents 174,089 222,275
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3. Segmental information
Current interim period (Feb. 1, 2004 - July 31, 2004) Millions of yen
Builtto Order Real Estate Real Estate Other Eliminations ‘
Housing forSales  forleasing  Business Total and back office Consoldated
Sales & Operating income
Sales
Sales to third parties 353,415 133,318 134,953 58,536 680,223 - 680,223
Inter-segment sales and ’
wransfers ‘ 315 - 745 3,893 5,053 (5,053) -
Total 353,730 133,318 135,698 62,530 685,277 (5,053) 680,223
Operating expenses 311,961 127,798 130,536 60,592 630,889 9,917 640,806
Operating income 41,768 5,519 5,162 1,937 54,388 (14,971) 39,4186
Previous interim period (Feb. 1, 2003 - July 31, 2003) Miliions of yen
Builtto Order Real Estate Real Estate Other ' Eliminations :
Housing forSales  forleasing  Business Tota and back office Consolidated
Sales & Operating income
Sales
Sales to third parties 378,888 81,702 123,052 64,277 657,921 - 657,921
Inter-segment sales and
transfers 803 - 886 1,676 3,365 (3,365) -
Total 379,691 91,702 123,938 65,953 661,287 (3,365) 657,921
Operating expenses 334,327 89,393 118,886 64,265 606,872 11,098 617,970
Operating income 45,364 2,309 5,052 1,687 54,414 (14,464) 39,950
Previous fiscal year (Feb. 1, 2003 - Jan. 31, 2004) Mitions of yen
Builtto Order Real Estate Real Estate Other Eliminations ' e
Housing forSales  forleasing  Business Tota and back office Consolidated
Sales & Operating income
Sales
Sales to third parties 743,219 202,531 248,964 131,323) 1,326,039 - 1,326,039
Inter-segment sales and
fransfers 1,380 - 1,668 2,876 5,925 (5,925) -
Total 744,599 202,531 250,633 134,199 1,331,964 (5,925) 1,326,039
Operating expenses 652,994 196,299 241,759 131,550 1,222,603 23,102 1,245,705
Operating income 91,605 6,232 8,873 2,649 109,360 (29,027) 80,333

Notes
1. Business classification

The Company classifies its operations according to type and the nature of business based on the currently used sales categories.

2. Main details of each business segment:

Built to Order Housing:

Real Estate for Sales:
Real Estate for Leasing:
Other Business:

Designing, constructing, and contracting for sale housing using the Company's prefabricated
materials .

Selling houses and real estate and designing and constructing housing on estate land

Renting and managing properties ‘

Designing, constructing, and contracting for sale condominiums and commercial buildings and
providing home remodeling, landscaping, and exterior construction

3. The main operating expenses that cannot be allocated within the eliminations and back office pbrtion of operating expenses cover costs for

the parent headquarters, administrative operations for branch office organizations, and research and development operations.

Current interim period: ¥ 13,454million  Previous interim period: ¥12,810 million  Previous fiscal year : ¥25,882 million
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In the six months to July 2003, July 2004 and full year to January 2004, Japanese operations accounted for more than 90% of sales in all

segments, so the Company has not presented geographical segment information.

(3) Overseas sales

In the six months to July 2003, July 2004 and full year to January 2004, overseas sales accounted for less than 10% of sales in all segments,

so the Company has not presented geographical information.

4. Lease transactions
Finance leases without transfer of ownership

(1) Lease acquisition cost equivalent, accumulated depreciation.equivalent & end of period equivalent value

Current interim period (Feb. 1, 2004 — July 31,2004)

Millions of yen

Acquisition cost equivalent Aocumu;tac\j/adl:greqanon Net leased property

Buildings and structures 34,905 21,236 . '
g/\qaucig;‘rlzx and transportation 153 58
Tools and fixtures ‘ 7,620 5,682 :
Intangible fixed assets 2,404 1,769 :
“Total 45174 128,746

Calcutated by the cost acquisition equivalent deducted from total interest payments

Previous fiscal year (Feb. 1,2003 ~ Jan. 31, 2004)

Millions of yen

_— . Accumulated depreciation
Acquisition cost equivalent equivalent Net leased property
Buildings and structures . 35,332 20,861 14,471
Machinery and transportation
equipment 178 75 102
Tools and fixtures 7,950 5,850 2,000
Intangible fixed assets 3,189 2,299 889
Total 46,651 29,186 17,464
Calculated by the cost acquisition equivalent deducted from total interest payments
Previous interim period  (Feb. 1, 2003 - July 31, 2003)
Millions of yen
- - Accumulated depreciation
Acquisition cost equivalent equivalent Net leased property
Buildings and structures 35,345 20,078 15,267
Machinery and transportation
equipment 129 70 59
Tools and fixtures 8,277 6,106 2170
Intangible fixed assets 3,145 2,137 1,007
Total 46,897 28,393 18,504

Calculated by the cost acquisition equivalent deducted from total interest payments

(2) Qutstanding amounts under lease commitments at end of period

Millions of yen

Feb.1, 2003 ~ Jan. 31, 2004 Feb.1, 2003 - July 31, 2003
Within one year 6,783 7,182
More than one year 11,502 12,103
Total 18,375 19,286




(3) Lease fees, accumulated equivalent depreciation amounts and interest payments
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Milions of yen
Feb.1, 2003 — Jan. 31, 2004 Feb.1, 2003 - July 31, 2003
Lease fees 8,374 4,358
Accumulated depreciation
equivalent 7912 3.9M
Interest payments equivalen 385 204

(4) Method of calculating depreciation

Calculated by the straight-line method over the lease term of the lease asset assuming zero residual value

(5) Method of calculating interest payments

Calculated by the interest method, whereby the difference between total lease payment and acquisition cost equivalent is distributed in equal

installments in each financial year.

(Operating leases)

Millions of yen
Outstanding lease commitments - .:Feb1;2004 - July:31,20047:%  Feb.1, 2003 — Jan. 31, 2004 Feb.1, 2003 - July 31, 2003
Within one year 9 9
More than one year 52 56
Total 61 66
5. Securities
1. Marketable debt securities expected to be held to maturity
Millions of yen
Feb.1, 2003~ Jan. 31, 2004 Feb.1, 2003 - July 31, 2003
Consolidated .| Consolidated
Type balance sheet Marketvalue  Difference |balance sheet Marketvalue  Difference
amount amount
(1) National and
regional government
bonds 2,684 2,687 2 2176 2,178 2
(2) Corporate bonds 299 300 0 299 208 (1)
Total 2,984 2,988 3 2,476 2,477 1
Millions of yen
Feb.1, 2003 —Jan.31, 2004 Feb.1, 2003 - July 31, 2003 )
I onsolidated e Consolidated
Type Acquisiton bcaiansc?e s?weet Difference Acquisiton bafansgedsheet Difference
cost amount cost amount
(1) Equities 27,360 39,059 11,698 28,459 28,128 (330)
(2) Bonds
National and regional
govemment bonds 52,245 53,455 1,209 52,408 54,560 2,151
Comporate bonds - - - 19 19 0
(3) Others 19 19 0 29 26 (3)
Total 79,625 92,534 12,908 80,916 82,734 1,817 |

3. Breakdown of other marketable securities where market valuation is not used and amounts on consolidated balance sheets
Millions of yen

Feb

Feb.1, 2003 - Jan. 31, 2004

Feb.1, 2003 - July 31, 2003

;2004 July 31, 2004

(1) Bonds held to maturity
Unlisted bonds

2,000

Unlisted foreign govemment bonds 2,000
(2) Other marketable securities
Unlisted equities (excluding over-the-counter issues) ° 11,521 - 11,520
Preferred securities 5,999 5,099
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6. Contract amounts, market values, and unrealized gains and losses on derivatives transactions

Interest rate reiated

Millions of yen ,
Current interim period Previous fiscal year Previous interim period
Feb.1, 2004 — July 31, 2004 Feb.1, 2003 ~ Jan. 31, 2004 Feb.1, 2003 — July 31, 2003
Transaction | Contract Market | Urrealized | Contract Market | Unrealized | Contract Market | Unrealized
type amount value gain (loss) | amount value gain (loss) | amount value gain (loss)
Swaps 15,000 181 181 30,000 229 229 30,000 184 184
Total 15,000 181 181 30,000 229 229 30,000 184 184

Notes
1. Derivatives transactions for which hedge accounting is applied are excluded.
2. The market values of interest rate swaps are calculated based on prices disclosed by financial institutions.

7. Consolidated per share information
‘ (yen)

Previous interim period Previous fiscal year
(Feb. 1, 2003 - July 31, 2003} (Feb. 1, 2003 - Jan. 31, 2004)

Urrentinterim period
Fels,1; 2004:- July 31, 2004)

Shareholder's equity pershare  982.09 | Shareholder's equity per share  930.96 | Shareholder's equity per share  959.96

Net income per share 30.13 | Netincome per share 24.72 | Netincome per shére 53.30

As no share options exst, no figure is
recorded for fully diluted net income per | Fully diluted net income per share 23.05 | Fully diluted net income per share 51.39
share. ) )

Note: Interim net income per share and interim diluted net incorme per share for the current fiscal year was calculated on the following basis.

o urentinterim pericd’:y Previous interim period | Previous fiscal year
Millions of yen, exceptwhere noted |- ssons™ iy 31,2004 7| Feb. 1, 2003 - July 31, 2003 | Feb. 1, 2003 - Jan. 31, 2004
Net income fecorded on statements of income 20,779 17,444 37,761
Main components of amount not aftributable to
ordinary shares
- - 399
Bonus payments for directors, corporate auditors and
executive officers
Amount not attributable to ordinary shares - - 399
Net income attributable to ordinary shares : 20,779 17,444 37,361
Average number of shares outstanding during period
[1,000 shares] 689,715 705,593 700,908
Main components of adjustment to net income used in
calculating dilution in income per share
Interest expenses '

[after deduction of tax equivalents] i 306 306
Adjustment to net income per share - 306 306
Main compaonents of increase in ordinary shares used
in calculating dilution in net income per share
[1,000 shares)

Convertible bonds - 64,651 32,060
Increase in ordinary shares [1,000 shares) 1 - 64,651 32,060

'

8.Important factors occurred after the period under review

Following the implementation of the Defined Corporate Pension Act, employee pension fund of Sekisui House and some of its domestic
consolidated subsidiaries received the waiver of past obligations in respect of the proxy portion of the Company from the Minister of Health,
Labor and Welfare on September 1, 2004,

As aresult, the impact on the statement | of income for this fiscal 2004 is expected to be extracrdinary income of approximately 40 billion yen.
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SUMMARY OF FINANCIAL STATEMENTS for the first half of FY2004 (Non-consolidated)

Sekisui House, Ltd.

Stock code:

President & Representative Director;
Telephone:

Date of the meeting of the board of directors:
Date of payment of interim dividend:

Interim dividend system:

Stock trading unit adopted:

1. Business Results
1) Non-consolidated Business Results

February 1, 2004 — July 31, 2004
September 2, 2004

1928 URL http:/fwww.sekisuihouse.co.p
Isami Wada Inquiries: PR Department
+816 6440 3111 Associate Officer  Hidehiro Yamaguchi

September 2, 2004
Septemnber 30, 2004
Adopted

1,000 shares per unit

*Please note that numbers less than one million yen are rounded down

Millions of yen
Feb. 1, 2004.~ July 31, 2004 Feb. 1, 2003 - July 31, 2003 Feb. 1, 2003 — Jan, 31, 2004
| Change ©%) | change %) | Change @)

Net sales 3 29 523,888 {0.7) 1,055,027
Operating income 32,159 23.8 65,868
Recurring income 32,101 277 65,554
Netincome 15,556 11.8 33,580
Net income per share (¥) ¥ ¥22.05 ¥47.69
(1) Average number of outstanding shares during the period:
As of July 31,2004 689,715,782 shares  As of July 31, 2003 705,593,929 shares  As of Jan. 31, 2004 700,908,935 shares

(2) Changes to accounting principtes: Yes

(3) Percentages for net sales, operating income, recurring income, and net income represent year-on-year changes.

2) Dividends per share

First-half

Full-year

. Feb: 71,2004~ July:31;,2004
Feb. 1, 2003 - July 31, 2003
Feb. 1, 2003 — Jan. 31, 2004

¥18.00

3) Non-consolidated financial position

Milfions of yen

Feb. 1, 2003 - July 31, 2003 Feb. 1, 2003 - Jan. 31, 2004
Total Assets 1,018,977 1,030,003
Shareholders’ Equity 612,606 630,786
Equity Ratio (%) 60.1% 61.2%
Shareholders’ Equity Per Share (¥) ¥880.82 ¥906.85
1) Outstanding shares at:
End of July 31,2004 685,434,098 shares End of July 31, 2003 695,493,117 shares EndofJan. 31,2003 695,408,643 shares
2) Number of treasury stock at:
End of July 31,2004 23,950,980 shares End of July 31, 2003 13,891,961 shares Endofdan. 31,2004 13,976,435 shares

2. Non-Consolidated Results Forecast for the Year Ending January 31, 2005

Milions of yen
Net Sales Recurring Net incorm eT Dividend per share Net income per
income | Second-half | Full-year share
Full year 1,080,000 65,000 23,500 ' ¥9.00 ¥18.00 ¥34.28
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NON-CONSOL.IDATED BALANCE SHEETS

Miliions of yen

[Exemption No.82-512€ﬂ

34| As of Jan. 31,2003 | Difference | % | As of July 31,2003
Assets 1,030,003 (13,159) | (1.3) 1,018,977
Current assets 583,345 (10,249) | (1.8) 571,662
Cash on hand and deposits with banks 146,998 i 100,851
Notes receivable-trade B 557 215
Accounts receivable-construction 72,677 81,853
Accounts receivable-real estate 4,486 7,960
Marketable securities 1,398 -
Prepaid expenses for construction in progress 48,500 51,751
Buildings for sale 37,795 35,636
Land for sale 169,186 174,994
Land for sale in process 17,844 19,910
Other inventory 3,720 3,706
Advance payments 1,076 1,121
Prepaid expenses . 4,960 5,386
Accounts receivable-other 13,621 14,7
Deferred income taxes 58,758 71,366
Other current assets 2,962 3,281
Allowance for doubtful accounts (1,207) (1,266)
Fixed Assets 446,657 {2,909) | (0.7) 447315
Tangible fixed assets 211,689 859 0.4 211,628
Buildings 91,789 89,374
Structures 4,680 4,618
Machinery and eguipment 10,952 10,884
Vehicles and delivery equipment 151 139
Tools, furniture and fixtures 3,638 3,609
Land 99,886 99,595
Constructions in progress 590 3,404
Intangible fixed assets - 8,203 (4,367) | (53.2) 8,170
Ground lease 5,883 ‘ 5,870
Software 1,599 1,576
Utlity rights 30 33
Telephone rights 690 689
Investments and other assets 226,764 597 0.3 227,516
Investments in secunties 102,337 95,925
Investment in subsidiaries and partnership 20,815 18,919
Long-term loans receivable 78,578 82,537
Long-term prepaid expenses 781 782
Deposit and guaranty 12,650 14,009
Long-term deferred income taxes 33,190 38,054
Other investments and other assets ' 5428. 4,347
Reserve for losses from investments in subsidiaries (682) (682)
Ailowance for doubtful accounts (26,336) (26,378)
Total Assets 1,030,003 (13,159) | (1.3) 1,018,977
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Millions of yen

04| As of Jan. 31, 2004

Difference T %

As of July 31, 2003

Liabilities 399,216 (16,894) (4.2) 406,370
Current Liabilities 293349 | 15802 | 53 297,606
Notes payable-trade 62,844 57,846
Accounts payable-trade 33,700 37,11
Accounts payable-construction 45542 51,233
Current portion of notes 10,000 10,000
Cument portion of long-tenm debt 20,001 20,001
Accounts payable-other 4,373 5,085 .
Accrued expenses 12,155 9,939
Accrued income taxes 665 484
Consumption tax payable 6,473 4,27
Advances received-construction 54,361 62,858
Advance received-other . 6327 6,842
Reserve for bonuses 15,552 10,898
Reserve for warranty on completed works 968 969
Other current liablities 20,386 20,064
Long term liabilities 105,866 (32,497) (30.7) 108,764
Notes 30,000 30,000
Long-term debt 2 2
Deposits and guarantees 9,242 9,642
Accrued retirement benefits for employees 64,812 66,352
Accrued retirement benefits for directors, corporate
auditors and executive officers 877 807
Allowance for exhibition at Japan intemational Expo 105 70
Other jong temm liabilities 826 ' 1,888
Shareholiders’ Equity 630,786 3,734 0.6 612,606
Paid-in capital 186,554 - - 186,554
Additional paid-in capital 237,523 0 0.0 237,522
Capital reserve 237,522 237,522
Other capital reserve 0 0
Retained earnings 211,725 12,607 6.0 199,959
Legal reserve 23,128 23,128
Reserve for dividends 13,000 13,000
General reserve 141,300 141,300
Unappropriated retained eamings 34,296 ' 22,531
Net unrealized gain on securities 7,600 3,212 423 1,085
Less treasury stock, at cost (12,616) (12,085) | (95.8) (12,525)
Total 1,030,003 | (13,159) | (1.3) 1,018,977
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NON-CONSOLIDATED STATEMENTS OF INCOME -

" Feb. 1, 2003~ Juya1, 2003 Differerice Feb.1, 2003 — Jan. 31, 2004
Millons of yen (%) | Mifons ofyen (%)  Milons of yen (%)

Net sales 523,888 100.0 15,204 29| 1,055,027 100.0

Construction 461,786  88.1 " 916,355 86.9

Real estate 62,101 1.9 138,671 131
Costof sales 410,955 78.5 14,446 35 829,289 786

Construction 354,925 76.9 702,880 767

Real estate 56,030 90.2 126,409 91.2
Gross profit on sales 112,932 21.5 758 07 225,737 21.4

Total gross profit from construction 106,860 23.1 213475 233

Total gross profit from sales of real estate 6,071 9.8 12,262 88
Selling, general and administrative expenses 80,773 154 1138 14 159,869 15.2
Operating income 32,159 6.1 (380) (13 65,868 6.2
Non-operating income 3,371 06 . (223) (6.6) 5,389 05

Interest received 2,602 ‘ 3,791

Other income 768 1,597
Non-operating loss 3,428 06 (1,479) (a3.9) 5,702 05

Interest and discounts paid 168 316

Interest onbonds - 934 1,330

Other expenses 2,325 ‘ ' 4,055
Recurring income 32,101 6.1 876 27 65,554 6.2
Extraordinary income 49 0.0 4,649 . 491 0.0
Gain on sales of investment securities 49 . 491
Extraordinary loss 1,424 0.2 3,116 2188 4,054 03

Loss from sales or disposal of fixed assets 353 1,051

Loss from devaluation of investment securities 1,070 14

Loss on revaluation of real land held for sale - 2,988
Income before taxes 30,727 5.9 2409 78 61,991 59

Cument income taxes 253 0.0 22 87 434 00

Deferred income taxes 14,918 29 (1,078) (72 27,977 27
Netincome ' 15,556 3.0 3465 223 33580 32

e S e v on e

Interim dividends - ' 6,259
Unappropriated retained earnings 22,531 34,296
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Significant Non-Consolidated Accounting Policies

1. Basis and method of valuation of marketable securities:
(1) Marketable securities

(i) Debt securities expected to be held to maturity: Amortized cost (straight-iing) method
(i) Shares held in subsidiaries or affiliated companies: At cost based on moving average method
(i) Other marketable securities:

» Stocks with market value:
Based on closing market price on the last day of perfod (Valuation gains and losses resulting are calculated by the ful
capital costing method; cost of disposal is calculated by the moving average method)

» Stocks with no available market value: '
At cost based on the moving average method

(2) Basis and method of valuation of derivatives: Market value method

() Basis and method of valuation of inventories:
0] Expenditure on uncompleted construction, buildings for sale, land for sale, and uncompleted land held for sale: At cost based
on individual cost method
(i) Other inventories: At cost based on moving avérage method.

2. Depreciation of fixed assets:

0] Tangible fixed assets: The Company applies the straight-line method to buildings (excluding aftached structures), and to
other tangible assets applies the declining balance method. Expected life of assets is calculated to standards in accordance
with comporate tax regulations. : '

(it intangible fixed assets: The Company applies the straight-line method to intangible fixed assets. Expected life of assets is
calculated to standards in accordance with corporate tax regulations, except for company-use software, which is straight-line

depreciated over its expected useful life of five years.

3. Basis for accounting for allowances:
0] Allowance for doubtful accounts:
The Company makes provisions for general debtors based on actual historical collection rates and for specific debtors
where collection is doubtful based on estimates of the amount collectible.
(ii} Allowance for appraisal losses on investment in related companies:
Potential losses on investrment in related companies are prepared for by recording their value after taking into consideration
the composition of the assets.

(i) Allowance for bonuses:
To prepare for bonus payments 1o employees, the Company provides for the estimated appropriate amount in that financial
period.

(iv) Allowance for compensation payments on completed projects:

Provisions for losses and guarantee expenses due to post-completion defects are recorded based on historical repair and
other costs arising from completed structures and detached housing.
(Change of accounting method)
Previously, guarantee reserves to cover post-completion losses and guarantee expenses were calculated for the interim
period as 1/1 000" of housing business sales in the preceding 12 months for which guarantees applied, and 1 /1000" of
the buildings portion of real estate sales. From the current fiscal year onwards, however, such reserves are being
calculated on the basis of actual historical costs. This change is because, as the Company has stived to increase
customer satisfaction with repair and inspection information, it has become possible to efficiently estimate repair service
expenses, and in turn to record provisions in this manner for greater clarity in the financial statements.
Consequently, ‘Gross profit’, ‘Operating income, 'Recurring income’ and 'Income before tax' has decreased by 918 milion
yen respectively.
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v Allowance for accrued retirement benefits for employees
To prepare for future retirement payments to employees, the Company makes provisions in the amount accrued at the end
of the relevant consolidated interim fiscal year based on the estimated total retirement obligations and pension assets. To
account for differences in actuarial calculations, the Company recognizes those differences through straight-ine
depreciation over 5 years, expensing them in the year following such recognition. Differences arising in respect of past
service obligations are calculated over 5 years by the straight-line method and expensed in the year in which they arise.
(Additional information)
Details of Return of Portion of Employee Pension Fund
Sekisui House, Lid. details of the waiver of future obligations in respect of the proxy portion of the employee pension fund
of Sekisui House and some of its domestic consolidated subsidiaries. The company received approval of the waiver from
the Minister Of Health, Labor and Welfare on April 28 2003 and following the implementation of the Defined Corporate
Pension Act.
The monetary equivalent of the proxy of the employee’s public pension fund recorded at the end of the current interim
period would be 40,637 million yen, if calculated along Accounting Treatment of Retirement Allowance Guidelines (as
outiined by the JICPA committee Report, #13, 44-2). Assuming the entire amount had been returned at the end of the
current interim of fiscal year, an estimated profit of 37,997 milion yen would have resulted.

(vi) Allowance for accrued retirement benefits for directors, corporate auditors and executive officers
To allow for retirement bonus payments to directors, corporate auditors and executive officers, the Company provides the
required amounts at the end of the current term based on internal regulations.

{vil) Allowance for exhibition at Japan international Expo ,
To allow for expenses to be incurred at the Japan International Expo, the Company has provided an appropriate amount in
the consolidated interim of fiscal year.

4. Basis for converting foreign currency-denominated assets and liabilities into yen:
For foreign currency-denominated manetary claims and debts, the Company converts into yen at the rates of exchange
prevailing on the consolidated balance sheet date. Translation differences are included in the statements of income.

5. Accounting for lease transactions:
Finance leases other than those deemed to transfer ownership of the leased assets to the lessee are accounted for by a
method similar to that applicable to ordinary operating leases.
6. Main hedge accounting methods:
() Hedge accounting methods:
The Company uses deferred hedging, except where for foreign currency swap contracts allocation requirements are met in
which case tI:\e allocation method is used.
(i) Hedging instruments and targets
* The Company hedges bonds that fund operations using interest rate swaps.
» The Company hedges foreign currency cash debts and forward transactions with exchange contracts.
(iii) Hedging policies
| The Company uses derivatives transactions with the aim of avoiding losses from fluctuations in exchange and interest
rates etc. The use of exchange contracts does not exceed the amount of impon transactions. Furthermare, the notional
principal of interest rate swap transactions is limited to the total of debt used to fund operations and interest-bearing debt.
(iv) Methods of assessing hedge effectiveness
The Company compares cumulative cash flow variations for hedge targets and hedge methods with market fluctuations
and assesses the effectiveness of hedges based on the amounts of variation in both cases. However, for forward
exchange contract transactions the Company does not assess the effectiveness of hedging where the main conditions
match with regard to the relevant transactions and hedge targets, and where the cash flow is fixed.

7. Accounting for consumption taxes:
The tax exclusion method is used to account for consumption taxes. Consumption taxes subject to deductions are
expensed in the consolidated interim of fiscal year in which they arise.
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Notes to Balance Sheet and Income Statement (Non-consolidated)

1. Notes to non-consolidated balance sheet

ﬁixenlption No.82'512@

Millions of yen
As of Jan. 31, 2004 As of July 31, 2003
Accumulated depreciation of fixed assets 133,981 131,189
Collateralized assets. 27,855 27,874
Liabilities guaranteed 57,897 64,051
Interest bearing liabilities 60,003 60,004
Treasury stock 13,976,435 shares 13,891,861shares

2. Notes to non-consolidated income statement

Millions of yen
sofJuly 31,2004 -]  Asof Jan. 31, 2004 As of July 31, 2003
| Depreciation b AR 9,362 4,497

3. Leasing transactions

Finance leases without transfer of ownership
(i} Lease acquisition cost equivalent, accumulated depreciation equivalent & end of period equivalent value

Millions of yen
As of July 31, 2004 J Acquisition cost equivalent l Accumu;aqtﬁsgggtreclauon End of period equivalent value
Buildings 34,897 21,236 13,661
Vehicles & transport equipment 55 20 35
Machinery & equipmen 6,965" 5,362 1,603
Software . 1,632 395 ‘
Jotal oo e n e 48,480 0 L 15,695 - it
Millions of yen
As of Jan. 31, 2004 Acquisition cost equivalent Aocumuéztic\i/;:llzg {ematlon End of period equivalent value
Buildings 35,327 20,857 14,469
Vehicles& transport eguipment ) 14 40
Machinery & equipment 7.127 5476 1,651
Software 1,957 1,479 478
Total 44,468 27,827 16,640
Milions of yen
As of July 31, 2003 Acquisition cost equivalent Am“m“;i‘ﬁ‘\’/;:g{ec'a"c’” End of period equivalent value
Buildings 35,339 20,074 15,265
Vehicles& transport equipment 35 ’ 9 26
Machinery & equipment 7,477 5,645 1,831
Software 2,056 1,489 597
‘Total 44,909 27,189 17,720
Calculated by the acquisition cost equivalent deducted from total interest payments.
(i) Qutstanding amounts under lease commitments at the end of period
Miflions of yen
As of Jan. 31, 2004 Asof July 31,2003 |
Within one year 6,449 6,882
More than one year 11,075 11,583
Total 17,525 18,465
(i) Lease payments, depreciation equivalents and interest payment equivalents
v Millions of yen
© As of July:31;:2004.:. As of Jan. 31, 2004 As of July 31, 2003
Lease fees 35 / 7,960 4167
Depreciation eguivalent 7,523 3,730
Interest payments equivalent - 365 195
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(iv) Accounting treatment of depreciation equivalents
Residual amounts are reduced to zero using the straight-line method, using the lease term as the useful life.

{(v) Accounting treatment of interest payment equivalents
The difference between the total lease expenses and its acquisition cost is treated as the interest cost equivalent. Allocation of cost to each

accounting period is by the interest method.

Operating leases

Mitlions of yen
QOutstanding lease commitments: As of Jan. 31, 2004 As of July 31, 2003
Within one year 9 9
More than one year 52° 56
Total 61 66
4. Marketable securities
Shares of subsidiaries and affliates where a market price is available
Milions of yen
As of July 31, 2004 As of Jan, 31, 2004 As of July 31, 2003
Balance Balance y Balance
sheet Market Difference sheet Market Difference sheet Market Difference
value value value
amount amount amount
Subsidiaries 3,973 26,247 22,274 3,973 20,076 16,102 3,973 16,080 12,117
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5. Non-consolidated per share information

(yen)

Previous interim period " Previous fiscal year
(Feb. 1, 2003 - July 31, 2003) (Feb.1, 2003 - Jan. 31, 2004)

Sharehclder's equity per share 925,72 | Shareholder's equity per share  880.82 | Shareholder's equity per share  906.85

Net income per share 27.58 | Netincome per share 2205 | Netincome per share 47.69

As no share options exist, no figure is
recorded for fully diluted net income per Fully diluted net income per share 20.59 | Fully diiuted net income per share 46.02
share.

Note: Interim netincome per share and interim diluted net income per share for the current fiscal year was calculated on the following basis.

- "-Current interim period’ | Previcus interim period |  Previous fiscal year
Millons of yen, except where noted &40, iy, 572004 1| Feb. 1, 2003 - July 31, 2003 | Feb. 1,2003 - Jan, 31,2004
Net income recorded on statements of income 19,021 15,556 33,580
Main components of amount not attrbutable to
ordinary shares
‘ - - 156
Bonus payments for directors, corporate auditors and
executive officers
Amount not aftributable to ordinary shares - - 156
Net income attributable to ordinary shares 19,021 ‘ 15,556 33,424
Average number of shares outstanding during period
[1,000 shares] 689,715 705,593 700,908
Main components of adjustment to net income used in
calculating dilution in income per share
Interest expenses )

[after deduction of tax equivalents] 306 306
Adjustment to net income per share - 306 306
Main components of increase in ordinary shares used
in calculating dilution in net income per share
{1,000 shares)

Convertible bonds ‘ - 64,651 32,060
Increase in ordinary shares [1,000 shares) - 64,651 32,060

6. Important factors occurred after the period under review

Following the implementation of the Defined Comorate Pension Act, Sekisui House and some of its domestic consolidated subsidiaries received
the waiver of past obligations in respect of the proxy portion employee pension fund of the Company from the Minister of Health, Labor and
Welfare on September 1, 2004,

As aresult, the impact on the balance sheets for this operating year is expected to be extraordinary income of approximately 37 billion yen,
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of

SEXISU] HOUSE

News Release

“Early application of accounting for impairment of fixed assets”,
“Approval of return of portion of employee pension fund”
and Revisions in forecast for Fiscal 2004

At the board meeting held on September 2, 2004, Sekisui House, Ltd. (the “Company”) resolved to
implement an early application of impairment accounting for fixed assets in the second half of
fiscal 2004.

The Company also announces that the employee pension fund of the Company and some of its
domestic subsidiaries has received approval from the Minister ot Heaith, Labor and Welfare on
September 1, 2004, for the return of its entrusted operation of the portion of employee pension
fund with respect to its past obligations.

As a result, the Company has revised consolidated and non-consolidated forecasts for the fiscal
year ending January 31,2005.

1. Early application of accounting for impairment of fixed assets

The Company and its group have been implementing a range of measures with the aim of
strengthening its financial structure and improving profitability, and by early adoption of the new
asset impairment accounting standards the Company aim to future enhance the soundness of its
consolidated financial position. ‘

- Accordingly, for the fiscal 2004 the Company plans to record an extraordinary loss for impaired
fixed assets of approximately ¥ 60 billion on a consolidated basis and ¥ 51 billion on a
non-consolidated basis. '

Based on the improved balance sheet resulting from this measure, the Company intends to seek
future improvement in asset efficiency and financial performance.

2. Approval of return of portion of employée pension fund

Following the implementation of the Defined Corporate Pension Fund Act, the employee pension
fund of Sekisui House and some of its domestic consolidated subsidiaries on September 1, 2004
received a waiver from the Minister of Health, Labor and Welfare of past obligations in respect of
the proxy portion of the employee pension fund.

Consequently, for the fiscal 2004 the Company plans to record extraordinary income of
approximately ¥ 40 billion on a consolidated basis and ¥ 37 billion on a non-consolidated basis.
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3. Revisions in Company’s forecast

Consolidated and non-consolidated forecasts for the fiscal year ending January 31, 2005 have
been revised, impacied by the extraordinary income and extraordinary loss noted above, and also
such factors as strong orders in the real estate for sales business leading to higher forecasted net
sales. These revised forecasts are included in the financial statements for the six-month period
ended July 31, 2004 those were released today.

Revision of forecast of Consolidated financial results for fiscal 2004
(February 1, 2004 to January 31, 2005)
Millions of yen

Net Sales Recurring Income Net Income
Previous Forecast (A} 1,350,000 75,000 38,500
Revised Forecast (B) 1,370,000 78,000 26,000
Cﬁange (B - A) 20,000 | 3,000 (12,500)
Percentage Change (%) 1.5% 4.0% (32.5%)
Previous Fiscal Year (January, 2004) 1,326,039 79,062 37,761

Revision of forecast of Non-Consolidated financial results for fiscal 2004
(February 1, 2004 to January 31, 2005).
Millions of yen

Net Sales Recurring Income Net Income
Previous Forecast (A) 1,080,000 63,000 35,000
Revised Forecast (B) ' 1,090,000 65,000 ‘ 23,500
| Change (B — A) 10,000 2,000 (11,500)
Percentage Change (%) 0.9% ‘ 3.2% (32.9%)
Previo’us Fiscal Year (January, 2004) 1,055,027 © 65,554 33,580

For further information, please contact:

Mr. Hidehirc Yamaguchi

Head of Public Relations Department
Sekisui House, Ltd.

Tel.: 06-6440-3021 Fax: 06-6440-3331
Email: info-ir @ gz. sekisuihouse.ce.ip
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News Release

Notice regarding application to Frankfurt Stock Exchange
and Euronext Amsterdam for delisting

At a board meeting held on September 2, 2004, Sekisui House, Ltd. (the “Company”) resolved to
submit applications to Frankfurt stock exchange and Euronext Amsterdam for the delisting of the
Company's shares. Related matters in this regard are as foliows:

1. Reason for delistings:

The trading volume of shares of our stock (Giobal Bearer Certificate) on Frankfurt Stock Exchange
and common stack of Euronext Amsterdam has been extremely low. The Company believes that
these delistings will cause no substantial inconvenience to the Company’s shareholders and
investors.

2. Stock exchange on which the Company’s securities will continue to be listed:
Tokyo, Osaka, Nagoya.

3. Schedule:

After the applications for delisting will be filed with the applidable exchanges during the month of
September 2004, Delisting from the Frankfurt Stock Exchange is scheduled to be completed by
the end of March 2005, and delisting from Euronext Amsterdam is scheduled to be completed by
the end of November 2004,

For further information, please contact:
Mr. Hidehiro Yamaguchi '
Head of Public Relations Department
Sekisui House, Ltd.

Tel.: 06-6440-3021 Fax: 06-6440-3331
Email: info-ir @ gz sekisuihouse.co.p
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[Translation]

September 3, 2004
To: Shareholders

Sekisui House, Ltd.
1-88, Oyodonaka 1-chome, Kita-ku, Osaka
Isami Wada

President & Representative Director

~ We are pleased to inform you that the following was resolved at the meeting of the Board of Directors held on
September 2, 2004 in regard to interim dividend for the 54th period (from February 1, 2004 through January 31,
2005).

In accordance with Article 29 of The Articles of Incorporation, an interim dividend is paid to the shareholders or
registeréd pledgees whose names have been entered or recorded in the last shareholders' register or the last
beneficial shareholders' register as of July 31, 2004,

1. Interim Dividend Rate: ¥ 9 per share
2. Date when claim is effective and payment is started : September 30, 2004

Yours truly,

Notice of Payment by Postal Transfer (or Statement of Interim Dividend if you have chosen transfer to bank
account) will be sent to your registered address on September 29, 2004.
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SIGNATURE >

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant
has duly caused this report to be signed on its behalf by the undérsigned thereuri’\tQ duly

authorized. ‘ ’ - _ p

Sekisui House Ltd.

(Registrant)

’

/ September 3, 2004

v

By: /
Kenichi Moriuchi
Managing Executive Officer & *

General Manager of Legal Department
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